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PEOPLE'S REPUBLIC OF THE CONGO: KEY ECONOMIC INDICATORS 
(in millions of US dollars unless otherwise noted) 


DOMESTIC ECONOMY 
Population (millions) 
Population growth rate % 
GDP at market prices CFAfr bn 
GDP growth rate % (local currency) 
Consumer Price Inflation % 


BALANCE OF PAYMENTS 
Exports (FOB) $mn 
Imports (CIF) $mn 
Trade Balance 
Current Account Balance 
Public External Debt 
Debt Service Ratio % 
Reserves excl Gold 
Average Exchange Rate 

(FCFA=US $1.00) 


.S. CONGOLESE TRADE 

U.S. Exports to the Congo (FAS) 

U.S. Imports from the Congo 

Trade Balance 

U.S. Share of exports % 

U.S. Share of imports % 
Principal U.S. Exports 

Heavy equipment, electrical motors and appliances 
Principal U.S. Imports 


Crude Petroleum 


a/estimate 


SOURCES: Economic Intelligence Unit, African Development Bank, IMF 


International Financial Statistics, Official Statistics of the U.S. Department 
of Commerce. 





SUMMARY 


Under the pressure of declining oi] prices, the depreciation of the 
dollar, and burdensome debt service, the Government of the Congolese 
People's Republic has been forced to adopt austere financial 
measures. After slashing its 1986 budget by 40 percent, the 
government entered into a standby agreement with the IMF which made 
possible the rescheduling of the Congo's then $1 billion foreign 
debt. A subsequent Paris Club rescheduling, debt relief granted by 
commercial banks, and a World Bank structural adjustment also helped 
avert what would have otherwise been a large capital account 
deficit. Despite these measures, the country still faces an 
economic crisis. The 1987 budget was reduced by 22 percent; 
however, deficits remain a persistent problem. 


Economic activity outside the petroleum sector continues to stagnate 
or decline. Until 1987 the industrial sector was dominated by 
highly inefficent and indebted parastatals. Aware of this problem, 
the government has opened several parastatals up for privatization 
and abolished several others. In agriculture, state monopolies have 
been lifted, and producer prices have been increased. Production in 
the forestry sector has gradually increased due to improvement in 


the transportation system and the opening up of new concessions in 
the north. 


The Conogolese economy remains heavily denendent upon trade, with 
petroleum accounting for over 90 percent of exports. Two U.S. 
petroleum companies are currently engaged in exploration. Elf 


Congo's new field came on-stream in late 1987. If the ongoing 
exploration is successful, then additional markets will open for 
suppliers of oi] field equipment and services. 


The Congolese have officially adopted a policy that favors 
diversification and encourages private sector-led growth, including 
special tax incentives for those investing in targeted areas such as 
forestry. American technology and managerial capabilities are 
highly regarded. With the declining dollar, American products are 
highly competitive. 


CURRENT CONDITIONS 


The Congo, Africa's fifth largest oi] producing country, enjoyed 
boom years during the 1980s but has been hit hard by the double 
shock of declining oil] prices and depreciation of the dollar. In 
1984 the oil sector was contributing 43 percent of GDP, 89.5 percent 
of exports, and 69.5 percent of revenue. By 1986 the oil sector's 
share of GDP had fallen to only 15 percent, while total exports fell 
by 49 percent. During the boom years, the government had embarked 
upon an ambitious program of investments, borrowing increased by 36 
percent during 1980-84. After 1982, the government faced chronic 
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deficits which it met using accumulated savings. Debt service 
represented 46 percent of recurrent revenue by 1984 compared with 16 
percent in 1980. The 1985 debt service was projected at 57 percent, 
and oi] revenue was still declining. The combination continued in 
1986, causing a recession. In 1986, it was clear that the government 
would be forced to reach a structural adjustment agreement with the 
IMF, an agreement which was approved in September. A subsequent 
Paris Club rescheduling, debt relief from commercial banks, and a 
World Bank structural agreement loan eased the economic crisis. For 
its part, the Congo slashed its 1987 budget to 196.801 million CFA, 
as opposed to 253.444 million CFA in 1986 (22 percent), and adopted 
other austerity measures. 


The IMF requirement to reduce public sector salary outlays by 10 
percent in 1987 was rendered impossible by declining oi] revenues 
and depreciation of the dollar. In an effort to contain salary 
expenses, the government imposed a freeze on hiring, and 1400 
employees were removed from their posts. The government sought to 
increase tax revenues by imposing supplementary import taxes and oi] 
and power levies. In addition, it embarked wholeheartedly upon a 
privatization program, abolishing or privatizing several 
parastatals. The Congo also redirected its investment budget 


towards forestry and agriculture in an effort to reduce dependence 
on oil. 


Despite these measures, according to the World Bank, the Congo is 
still experiencing a “major economic and financial crisis." Apart 


from oil, the country's productive base is heavily skewed towards 
capital intensive extractive industries, supported by Western 
expertise coupled with Congolese natural resources. Incentives to 
stimulate the private sector cannot be effective until a private 
sector capable of responding has been developed. In short, the 
country has yet to develop any natural capacity for sustained growth. 


If the Congo fails to perform to IMF requirements and is unable to 
negotiate a second standby agreement in the beginning of 1988, then 
the external financial situation will be increasingly grim. Paris 
Club debt relief was granted only through March 1988 maturities. 
Absent an approved IMF program, future reschedulings by either the 
Paris or London are unlikely. Further, without an IMF program, the 
country will not be able to draw upon the second World Bank Tranche. 


GOVERNMENT POLICY 


Faced with a rapidly deteriorating economic situation, in 1986 the 
government took a number of steps designed to restore financial 
descipline and to encourage mor? broadly based economic growth. A 
freeze was placed on government hiring in an effort to reduce the 
inflated public salary wage bill. The policy of automatically 
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hiring all university students was abolished. Politically difficult 
belt-tightening measures have been imposed on some parastatals and 
others have been either liquidated or forced to share their former 
monopolies with the private sector. Prices have been raised on 
foodstuffs in an effort to stimulate production, and a considerable 
portion of the investment budget has been devoted to assistance in 
achieving food self-sufficiency by the year 2000. 


Recognizing that success will not be achieved overnight, the 
government has declared that 1988 will be yet another year of 
austerity. The 1988 budget has been revised several times in an 
effort to achieve an expense/revenue balance which would permit 
agreement on an IMF program in early 1988. In addition, the 
government has declared that the bulk of its investment budget 
should be devoted to commercially productive projects, especially 
agriculture, forestry and related downstream industries. The 
failure of the public sector enterprises has created a more 
favorable attitude for the private sector, whether indigenous or 
foreign. Both public and private sector business persons express 


great enthusiasm for exploring new avenues of commerce with the 
United States. 


SECTOR BY SECTOR 


PETROLEUM AND MINING: By 1985 petroleum accounted for approximately 
95 percent of exports, 66 percent of public revenue, and 47 percent 
of GDP. In 1986, with crude oil prices falling to as low as 
$11/barrel and the CFA/dollar *xchange dropping to 340, petroleum 
revenues declined by more than one-third. In addition, output fell 
in 1986 to 5.8 million tons. In 1986, crude output by Elf Congo, 
which is normally 90 percent of total output, fell by 5.9 percent. 
Moreover, the decline in oil prices and depreciation of the dollar 
resulted in the company posting a loss of approximately $70 million 
that year. Responding to this situation, Elf reduced its 1987 
investment budget from $100 million to $80 million. However, with 
new wells and the development of the Tchibouela field, Elf's 1987 


output remained stable at 1986 levels, and 1988 output is expected 
to increase. 


Two U.S. companies currently have exploration rights. Amoco signed 
an initial agreement in 1984 to explore an area previously held by 
Cities Services. Conoco was awarded an offshore block in May 1985 
and was successful with its first well. HydroCongo, the state 
petroleum company, recently opened additional acreage up for 
bidding, including the on-shore Kayes area. Congo's provable 
reserves amount to more than 800 million tons, and positive results 
in space deeper wells suggest that reserves might be extended from a 
minimum life of 6-10 years to approximately 20-25 years. 


The oil refinery CORAF is jointly owned by Elf (40 percent) and 
HydroCongo (60 percent). The refinery has been operating well below 
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its capacity of 1 million tons a year. Output for 1986 fell below 
500,000 tons. However, in the same year, a $1.5 million conversion 
project permitting an increase in kerosene, gasoline and other more 
highly refined products was completed. Nevertheless, the country is 
under pressure to sell its majority holding in CORAF, as well as to 
end HydroCongo's monopoly on distribution of oil products. 


Aside from oil, the non-fuel minerals sector remains largely 
unexploited. Recent minerals production has been limited to one 
state-run polymetallic mine and scattered artisanal production of 
gold. The only significant mining effort, a potash mine, ended in 
1977 when the mine was flooded. A study by UNDP has identified 
off-shore phosphate deposits with reserves estimated at 4.5 million 
tons. The country also possesses approximately 1 billion tons of 
iron ore reserves in the High Ivingo area; however, glutted 
international markets and capital scarcity currently make 
development in these areas uneconomic. After a major modernization 


effort, the state cement producer SIACIC again halted production in 
1986. 


TRANSPORTATION AND COMMUNICATIONS: The public financial crisis 
brought the government's ambitious road-building program to a halt 
in 1986. Of the 41! kilometers of new paved road that was to have 
been completed under the 1982-86 5-year plan, only about 300 
kilometers had been finished by the end of 1985. The principal 
means of transportation is the Chemin de Fer Congo-Ocean (CFCO) 
railroad operating along the 500 kilometers between Brazzaville and 
Pointe Noire. The country expended considerable investment to 
improve this line, including realigning 87 kilometers through the 
Mayombe massif and purchasing 15 new locomotives. Freight traffic 
rose to 3,828 tons in 1986, compared with 3,573 tons in 1985. 
Approximately 2.5 million tons of manganese and 552,000 tons of 
timber were transported in 1986. However, the country will lose its 


manganese traffic if the Owendo mineral port in Gabon is ever 
completed. 


The 5,000 miles of navigable rivers are the primary means of 
transporting timber from the north to the river port at Brazzaville 
to connect with the railroad to the seaport of Pointe Noire. The 
European Investment Bank has agreed to finance a major expansion 
project for the Brazzaville port designed to accommodate increased 
container traffic, which is projected to grow from 45,000 tons in 
1986 to 180,000 tons by 1990. 


Both the CFCO and the inland water systems are operated by the 
parastatal Agency Transcongolaise des Communications (ATC), which 
has been unable to pay any of its foreign debts since 1986. As part 
of the IMF adjustment package, ATC was to have reduced its salary 
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bill by 5 percent. Effective Jan. 1, 1987, the ATC also increased 
all transportation and port fees by 5-15 percent. 


The national airline, Lina-Congo, operates domestic flights and 
short haul regional flights. Regional services to the Central 
African Republic were inaugurated in 1987 and there has been 
increasing speculation that routes to Zaire and Burundi might be 
negotiated in the future. The company itself, however, is 
experiencing financial difficulties as a result of overstaffing, 
mismanagement, high maintenance costs and nonprofitable routes. To 
simplify maintenance costs, the company is seeking to sell its 


Fokker 27, leaving it with only an aging Boeing 737, 2 Twin Otters, 
and a Fokker 28. 


Private airplane rental and charter services are available from the 
European company Aeroservice. In addition to servicing off-shore 
rigs, the company provides charter flights to Ouesso, Impondo and 
other remote locations. These flights are, however, extrememly 
expensive. For example, a flight to Kinshasa (a 15 minute ferry 


ride) costs between $240-$800, depending on time of day and type of 
plane. 


Domestic and international communications are of variable quality. 
The earth satellite can handle 6,250 lines and two television 
channels. Direct dial international service, inaugurated in 1983, 
is hampered by the lack of sufficient external lines. Telephone 
communications between Brazzaville and Pointe Noire are often 
impossible or extrememly time-consuming. Telex service in both 
Brazzaville and Pointe Noire is satisfactory. Congolese television 
provides limited coverage of world events via satellite feed from 
Europe. The American Cultural Center offers showings of daily news 
via satellite feed from United States Information Agency in 
Washington D.C. The country has over 70,000 radios, 10,500 
*alephones, and 2,800 television sets. 


INDUSTRY AND CONSTRUCTION: The Congo's industrial sector has 
historically played a small role in the national economy. In 1985, 
manufacturing still accounted for only 5 percent of GDP and grew to 
only 9.5 percent in 1986. Value-added construction amounted to only 
7 percent of GDP in 1986. Major industries include production of 
wood products, oil refining and food processing parastatals such as 
SUCO (sugar) and SANGHAPALM (palm oil). 


Until 1987, the Congolese industrial sector was dominated by highly 
inefficient state enterprises which generated cumulative losses of 
$200 million during 1980-85. The government, aware that parastatals 
have become a major impediment to industrial development, has 
abolished three parastatals, fully privatized three others, and has 
offered an additional 10 to private investors. 
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AGRICULTURE: Self-sufficient in food production and a large exporter 
of cash crops at independence, the Congo has experienced a steady 
decline in agricultural output over the succeeding two decades. 

Less than 1 percent of the arable land is currently cultivated and 
the country now imports over 90 percent of its annual food 
requirements. 


Only as the rest of the economy slowed did agriculture experience a 
resurgence with sectoral value rising over 45 percent during 
1984-85. By 1986 agriculture accounted for 10 percent of GDP. 
However, due to an increasing population, food output per capita 
remained at below mid-1970 levels. In an effort to stimulate 
agricultural production, in 1986 the government increased producer 
prices by 10-150 percent and lifted the official state monopoly over 
commercialization of most agricultural products. However, the area 
actually cultivated fell during 1986, and the number of farmers 
remains at approximately 280,000. 


Cassava is the principal foodstuff accounting for over 90 percent of 
total output. Rice, corn, peanuts, and vegetables are produced in 
small amounts using traditional farming methods. The government 
invested approximately $30 million during 1982-85 in a number of 
large modern farming projects, but only two of them remain 
operational. Cash crop production of coffee and cacao stagnated or 
declined for almost a decade. Production of coffee in 1985-86 was 
only 540 tons compared to 2,593 in 1980-81 while cacao declined 

from 2,082 to 1,200 for the same period. Cacao output for 1986-87 
is projected at 1,582 tons; coffee production is forecast at 1,444 
tons. Concern regarding the overwhelming dependence on food imports 
has prompted the government to reorient its development priorities. 
Future investment will focus upon productive ventures in rural areas 
rather than large infrastructure projects. The 1987 austerity 
budget allocated 23 percent of the country's drastically reduced 
investment resources to agriculture. In addition, the Office du 
Cafe et du’Cacao (OCC), the parastatal responsible for marketing 
crops, was abolished, and OFNACOM, the food crop marketing board, 
lost its monopoly on several items. Coffee prices rose 100 percent 
for the 1986-87 season, while cocao rose 23 percent. 


In 1986, Hevea-Congo, a parastatal, was to have begun a rubber 
plantation with funding from the African Development Bank, Badea, 
and BDEAC; however, the project was postponed due to reductions in 
the investment budget. 


FORESTRY: The forestry sector, another principal export earner, was 
also neglected during the oil boom years. Log production declined 
from a peak of 800,000 cubic meters in the late 1960s to 320,000 in 
1975. Production has gradually recovered reached 567,447 cubic 

meters in 1985 and 668,030 in 1986. This increase is attributed in 
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part to alleviation of the bottlenecks which preceded the CFCO 
realignment and to the opening of an enormous new concession in the 
north near Betou. This concession is projected to yield 70,000 
cubic meters in 1987, with eventual output of 100,000 cubic meters. 
The Congolese Government has 49 percent of the equity, a French firm 
has 36 percent, and a Congolese private group holds 15 percent. 


The government actively seeks foreign participation in the forestry 
sector. The investment code offers special incentives for firms 
willing to locate in the Congo, especially in the sawn board, veneer 
and laminated areas, which are subject to lower taxes than 
unprocessed woods. Since 198] at least five new joint ventures have 
been signed with foreign partners. 


Since the late 1960s an ambitious project to clone and plant hybrid 
eucalyptus trees has been carried out in the Pointe Noire region. 
This project has been highly successful producing uniform trees 
maturing every 5-6 years and capable of being harvested three times 
in a 21-year period. In the early 1980s, poor market conditions 
forced the government to scale down plans to build a 290,000 ton per 
year paper pulp mill on this site. Various alternatives including a 
100,000 ton per year plant were eventually rejected as unfeasible. 
In the interim, U.S. investors have taken advantage of the 
availability of thousands of mature eucalyptus trees to establish a 
wood treatment plant which will initially produce telephone poles. 
Work began on the processing plant, in 1987 and production is 
expected to begin in mid-1988. This joint venture is the first 
nonpetroleum related American private sector investment in the Congo 
since independence. 


INTERNATIONAL TRADE 


International trade dominates the Congolese economy, with imports 
accounting for 70 percent of final consumption and exports for 55 
percent of GDP. Due to declining oi! revenues, the trade surplus 
Fell from $489 million in 1985 to $111 million in 1986. Petroleum 
continues to account for over 90 percent of exports, with wood, 
Sugar, cacao, and coffee making up the balance. 


The United States is the Congo's largest trading partner because of 
its position as the principal importer of Congolese oil, importing 
$446 million in 1987. U.S. exports to Congo suffered slightly from 
the recession in 1986 and 1987, declining 10 percent from $10 
million in 1986 to $9 million in 1987. 


Western Europe supplies the bulk of the Congo's import needs. 
France alone accounts for over 50 percent of imports, dominating 
almost every important sector. Even though France suffered a 22 
percent decline in exports to the Congo in 1986, it still 
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runs its largest surplus in Sub-Saharan Africa with the Congo. West 
Germany, Spain, Japan, and Brazil are also important suppliers in 
certain sectors. The communist countries account for less than 2 
percent of Congolese trade, with the People's Republic of China 
responsible for almost half of that total. 


OPPORTUNITIES FOR U.S. BUSINESSES 





U.S. products have a very strong reputation for quality in the Congo 
and have become increasingly competitive due to the decline in the 
value of the dollar. The principal markets offering opportunities 
for U.S. businesses include small-scale agricultural equipment, 
fertilizers, insecticides and other agricultural inputs, 
agricultural commodities such as animal feed, seeds, etc., logging 
and other forestry machinery, small food processing equipment, and 
general electrical machinery and appliances adjusted to the Congo's 
220V/50 cycles. If the ongoing U.S. oi] exploration is successful 
and if U.S. firms are successful in their bidding for the Kayes 
onshore fields, then additional markets will open for suppliers of 
oil field equipment and services, as well as suppliers of U.S. goods 
for an increased American presence in the Congo. 


The privatization of parastatals has opened additional new avenues 
for U.S. investors. The government is actively seeking either 
purchasers or joint-venture partners to assume various projects 
formerly operated by parastatals. Many of these operations already 
maintain plant and equipment left over from previous public 
investments. 


The Congolese Investment Code offers many incentives for firms 
operating in the above sectors. Although negotiations can be 
protracted, the government has shown a willingness to accept other 
special concessions needed to attract foreign capital, including tax 
and import duty concessions. 
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